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DIGEST: 

1. 

2. 

The agency was not in error when it 
allowed reimbursement for a 1 percent 
loan origination fee, which the lend- 
ing institution originally referred to 
as "points," a nonreimbursable item. 
We look to the nature of the fee to 
determine if it can be allowed, and 
both the settlement sheet and a bank 
statement designated the item as a 
loan origination fee . 
A transferred employee was reimbursed 
a 1 percent loan origination fee and 
claims an additional 1.5 percent fee 
in connection with the construction of 
a residence at her new duty station. 
The claim for the additional 1.5 percent 
is denied, since paragraph 2-6.2d(l)(j) 
of the Federal Travel Regulations limits 
reimbursement of expenses that result 
from the construction of a residence 
to those which are comparable to expenses 
that are reimbursable in connection 
with the purchase of an existing resi- 
dence in the area, which in this case 
is 1 percent. 

Mr. W. D. Moorman, an authorized certifying officer for 
the United States Department of Agriculture (Agriculture), 
has requested our decision on Ms. Deborah L. Beatty's claim 
for a loan origination fee she incurred when constructing a 
residence at her new duty station. The issues are whether, 
and to what extent, a loan origination fee incurred in 
connection with construction of a residence at a new duty 
station may be reimbursed. We find that the loan origina- 
tion fee is reimbursable for the portion that relates to the 
purchase of the residence, but is not reimbursable €or the 
portion attributable to construction of the residence. 
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B-22 101 0 

BACKGROUND 

Ms. B e a t t y ,  a n  A g r i c u l t u r e  employee ,  was t r a n s f e r r e d  
f rom Albuquerque ,  N e w  Mexico, t o  Washington ,  D.C. ,  i n  
F e b r u a r y  1983. M s .  B e a t t y  had a r e s i d e n c e  c o n s t r u c t e d  a t  
h e r  new d u t y  s t a t i o n ,  and i n c u r r e d  a l o a n  o r i g i n a t i o n  fee 
of 2.5 p e r c e n t .  W h i l e  t h e  l e n d i n g  i n s t i t u t i o n  o r i g i n a l l y  
r e f e r r e d  t o  t h i s  c h a r g e  a s  " p o i n t s , "  i t  s u b s e q u e n t l y  
e x p l a i n e d  t h a t  i t  r e f e r s  t o  c o n s t r u c t i o n  l o a n  o r i g i n a t i o n  
fees as " p o i n t s . "  A g r i c u l t u r e  was a d v i s e d  by t h e  U n i t e d  
S t a t e s  Depar tment  o f  Hous ing  and Urban Development (HUD) 
t h a t  a 1 p e r c e n t  l o a n  o r i g i n a t i o n  fee was cus tomary  i n  t h e  
a r ea ,  and i t  allowed Ms. B e a t t y  t h i s  amount. 

S u b s e q u e n t l y ,  Ms. B e a t t y  s u b m i t t e d  a reclaim vouche r  
f o r  t h e  b a l a n c e  o f  t h e  f e e  o r i g i n a l l y  c l a i m e d .  I n  support 
of t h i s  reclaim v o u c h e r ,  s h e  p r o v i d e d  a HUD memorandum which 
s t a t e d  t h a t  f o r  t h e  area a 2.5 p e r c e n t  l o a n  o r i g i n a t i o n  f e e  
was c u s t o m a r y  f o r  c o n s t r u c t i o n  l o a n s ,  w h i l e  a 1 p e r c e n t  l o a n  
o r i g i n a t i o n  f e e  was c u s t o m a r y  for  t h e  p u r c h a s e  o f  a n  
e x i s t i n g  s t r u c t u r e .  

M r .  Moorman a s k e d :  

"1.  S i n c e  t h e  l e n d i n g  i n s t i t u t i o n  o r i g i n -  
a l l y  d e s i g n a t e d  t h e  f e e  p a i d  as 
p o i n t s ,  were w e  i n  error i n  p a y i n g  
t h e  1 p e r c e n t  e v e n  though  t h e y  
l a t e r  c l a r i f i e d  t h i s  a s  t h e i r  way 
o f  d e s i g n a t i n g  t h e  o r i g i n a t i o n  f e e  
on  a c o n s t r u c t i o n  l o a n ?  

"2. If t h e  answer  to  t h e  above  is  y e s ,  
s h o u l d  w e  col lect  t h e  ove rpaymen t  
f rom Ms. B e a t t y ?  

" 3 .  S i n c e  t h e  o r i g i n a l  l o a n  was a 
c o n s t r u c t i o n  l o a n  t h a t  was la te r  
c o n v e r t e d  t o  a permanent  l o a n ,  
wou ld  Ms. B e a t t y  b e  e n t i t l e d  t o  t h e  
f u l l  2.5 p e r c e n t  c h a r g e d  or would 
s h e  o n l y  be e n t i t l e d  t o  t h e  1 p e r c e n t  
t h a t  would have  been  appl icable  t o  
a n  a l r e a d y  e x i s t i n g  r e s i d e n c e ? "  
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OP I N 1  ON 

I n  r e s p o n s e  t o  t h e  f i r s t  q u e s t i o n ,  t h e  way i n  which  a 
l e n d i n g  i n s t i t u t i o n  c h a r a c t e r i z e s  a c h a r g e  is n o t  d e t e r m i n a -  
t i v e .  S e e ,  e .q . ,  Roger J .  Sa lem,  6 3  Comp. Gen. 456,  458 
( 1 9 8 4 ) .  W e  l o o k  t o  t h e  n a t u r e  of t h e  f e e  to  d e t e r m i n e  i f  
it c a n  be a l l o w e d  u n d e r  t h e  law. I n  t h i s  case, t h e  se t t le-  
ment  s t a t e m e n t  o f  May 15 ,  1984,  s p e c i f i c a l l y  d e s i g n a t e s  t h e  
2.5 p e r c e n t  c h a r g e  a s  a l o a n  o r i g i n a t i o n  f e e ,  and t h e  bank 
h a s  v e r i f i e d  t h e  f a c t  t h a t  t h e  amount c h a r g e d  r e p r e s e n t s  
t h e i r  cos t  t o  process t h e  l o a n .  Thus ,  t h e  charge is  d i s t i n -  
g u i s h e d  f rom " p o i n t s , "  which  i s  a p a r t  o f  t h e  price €or  t h e  
h i r e  of  t h e  money, and  t h e r e f o r e  n o t  r e i m b u r s a b l e .  S e e  47 
Comp. Gen. 213 ( 1 9 6 7 ) .  A c c o r d i n g l y ,  A g r i c u l t u r e  was n o t  i n  
e r ror  i n  a l l o w i n g  a 1 p e r c e n t  fee m e r e l y  b e c a u s e  t h e  l e n d i n g  
i n s t i t u t i o n  o r i g i n a l l y  r e f e r r e d  t o  i t s  c h a r g e  a s  " p o i n t s , "  
r a t h e r  t h a n  as  a " c o n s t r u c t i o n  loan o r i g i n a t i o n  f e e . "  

S i n c e  t h e  answer  t o  t h e  f i r s t  q u e s t i o n  was "no , "  i t  is 
u n n e c e s s a r y  t o  reach t h e  s e c o n d  q u e s t i o n .  

A s  t o  t h e  t h i r d  q u e s t i o n ,  u n d e r  5 U . S . C .  S 5 7 2 4 a ( a ) ( 4 )  
( 1 9 8 2 ) ,  a n  employee  may be r e i m b u r s e d  f o r  t h e  e x p e n s e s  h e  
i n c u r s  i n  p u r c h a s i n g  a r e s i d e n c e  p u r s u a n t  t o  a pe rmanen t  
change  o f  s t a t i o n .  P a r a g r a p h  2-6.2d( 1 ) ( b )  of t h e  F e d e r a l  
T r a v e l  R e g u l a t i o n s  (Supp.  4 ,  Augus t  23 ,  1 9 8 2 )  (FTR) ,  i n c o r p .  
by r e f . ,  41 C.F.R. S 101-7.003 ( 1 9 8 5 ) ,  permits  r e i m b u r s e m e n t  
o f  l o a n  o r i g i n a t i o n  f e e s .  However, FTR para. 2 - 6 . 2 d ( l ) ( j )  
l i m i t s  r e i m b u r s e m e n t  o f  e x p e n s e s  t h a t  r e s u l t  f rom t h e  con- 
s t r u c t i o n  o f  a r e s i d e n c e  t o  t h o s e  which  are  comparable t o  
e x p e n s e s  t h a t  are  r e i m b u r s a b l e  i n  c o n n e c t i o n  w i t h  t h e  pur -  
chase o f  a n  e x i s t i n g  r e s i d e n c e .  Thus ,  w e  h a v e  h e l d  t h a t  
when c o n s t r u c t i o n  mortgage l o a n  c h a r g e s  e x c e e d  t h e  amounts  
c h a r g e d  f o r  p e r m a n e n t  mortgage l o a n s ,  t h e r e  c a n  b e  no  reim- 
b u r s e m e n t  of-  t h e  e x c e s s .  Wesley J .  Lynes ,  B-182412, 
Apr i l  1 8 ,  1975;  8-164491, November 1 5 ,  1968. 

A g r i c u l t u r e  was a d v i s e d  by HUD t h a t  a 1 p e r c e n t  l o a n  
o r i g i n a t i o n  fee was c u s t o m a r y  i n  t h e  area f o r  t h e  p u r c h a s e  
o f  a r e s i d e n c e .  Also,  i n  s u p p o r t  of h e r  claim, Ms. Beatty 
p r o v i d e d  a HUD memorandum which  s t a t e d  t h a t  a 2.5 p e r c e n t  
l o a n  o r i g i n a t i o n  fee was c u s t o m a r y  i n  t h e  area for c o n s t r u c -  
t i o n  l o a n s ,  w h i l e  a 1 p e r c e n t  l o a n  o r i g i n a t i o n  fee was 
c u s t o m a r y  for t h e  p u r c h a s e  of a n  e x i s t i n g  s t r u c t u r e .  
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Therefore, the additional 1.5 percent loan origination fee 
was incurred as a result of the construction of a residence, 
rather than the purchase of an existing residence. 

Accordingly, Ms. Beatty's claim for the additional 
1.5 percent loan origination fee is denied. 

, 1 

v ! Comptroller Gdneral 
of the United States 
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